Y ?lmot Dallas Tx 75242
rson to Contact;

We have considered your np
tax under section S0 l(c)(J)

You were incorporated on : : = :
purposes were to promote the art and scxcncg‘pf_ gptg mcmg and any nnd all lawl‘ul ‘
purposes. The purpodd®was amended nﬂer applicauon for exemption under section - e
501(e)(3) to meet the organmuonal test ,s,ccugn,’g()”{(_c)(i) and your stated purposes
nOw are c..\cluswcly chantnble. . educational; and clentific, " g

According it R x ..--}; L want )me the art and wlence
ok A e L AN

of racing i Yo qgng as 1) posmve rcplacemcnt o
negative choices such as drug and alcoho j ¥ t revenuon cnme-re!ated
activities and other ncgunve bchavxo ) 10 show the ¢co nify- that racmg‘is a’
positive sport thut will foster di zipline, eteilis i %‘}J : R

Your first event was a “l‘o‘

throngh the showeasing of cars, ' i3

On“; |
) to be held a e You
state this event wil] rmsc funds for scholarshxps it c't munbers. cducnte the commumty
on the sport of drag racing, w. Y provide an opportumty for both adults and duldrcn to
participate in various cutq,oncs. 'You to hold t,hi

You will hold a car show ¢very. to showc
avareness of drag racing and to raxsc funds fory )

there will be booths on car safety, mini tcchmcal wo
race driving with emphasis on kids 15 and :dcr
and admission will be free to the public.: ¢z 4&“’ .

You will dlspla) racing cars at thrcq local i mn
the sport of racmg. on dnvmg safety

to a “street life", Youths ages 8 15y
. Participate in your Jumor
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Someone from your organization will tray

to keep abreast of the trade and h'c)_\'v,t ]
promo ¢ racing nationwide as 2 posi

B year to visit other similar associations
the community. . Youintend to_

R

: tion fee and'benefits include’
Technical assistan €.9n,car tuning equipment” : ,

Travel paid for members {o participate in racing events ' -

Organizational and lq’a‘dgrs.hip'dcyclopm,cm_" .
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Team j acket, shirt and Vchiclédégal b

Junior membership is only ‘nd provi

)
s of t

M S ¥
ing for youths 12 and under’

Proposed budgets for the years
will be from
for

In the year P

this amount is only @4 of your income f;

e
As of the date of application, you had @Pag ult men

$Ponsor junior dragsters, and
rship expense runs from 0%
BV T R ek v

ior members,, .

D ;’i;.f WAL R R, SRR
Adult members traveling to out-of-state events, pre-scheduled by the Board of Directors,
will receive funds toward expenses if they tow a vehicle for

rticipation Junior entrants
will receive trunsportation and entry fees, il S e

At

The advertisement for the

ists six races -

for adults and one for juniors, 2¢3 for adults appear to be SEEPO
* The prize for the junior race is o % S D

The program lists a 2-hour Vehj ler
Automobile Preventative Maintenance & Dqtawy 1g $

racing, Rty

Section 501(c)(3) of the Code providc;gx‘qu:’ﬁg_ for; i, v

“Corporations.., organized and operated exclusively for religious

charitable... or educationa] purpos of the net camning
of which inures to the benefi

‘ iachol %‘o_r :




Section 301(c)(3)-1 of the réguilt;;x:p.n:s"ﬁrd n part, ag,.'_'fdu’gws;; ' .
“(a)(1) In order to be exempt as'a Qrganization described in section

501(c)(3), an organization must be Organized and ‘ppcra;‘;dj

exclusively for one or mor "of‘tlh_é‘_”

section. Ifan organization fails to meet
test or the operational test, it is e

zatlon will be regarded a5’

R i
“le)(1) Primary activities..,,An grgifr;l e’ L
‘operated exclusively® forone orm exempt purposes only if it
engages primarily in activitjes whic | accomplish one or more of e

such exempt purposes spcciﬁcd';'n'_'é,e'dtjq_n QOI(c)(B)An gy
organization will not be so regarded if m than an insubstantial -
. part ofits activities is not in'fq'rt(h:vrp.nw f an exempt puipose.” .

- "(eX2) Distribution of earni.ngé;?".ﬁrfq'ggagizﬁa} i< not operated -
exclusively for one or more exempt purposes if its net earnings inure © '
in whole or in part to the benefit of private shareholders or . SR el
individuals,” W A Tt SRR

R,

In Better Business Bureay of Washington D.C'V, United States 326 U.S. 279 (1945), the
Court held that a better business bureau was not exclusively €ducational, Its activities |
Were in part aimed at promoting the prosﬁﬁt§j§§d~§t‘§bd,ing',o,f._thc‘ business community,
even though there was also benefit to the public, The court stated that, in order to fall
within the claimed exemption, an organization must be devoted to exempt purposes
exclusively. The presence of g single nonexempt Purpose, if substantial in nature, will
destroy exemption regardless of the number nnd‘i«m‘pgn@qe of truly exempt purposes.

In Lions Associated Drag Strip. Comofntign_‘an Harbor Area Lions, In¢, o

Corporation, Plaintiffs v. United States of America. Defendants US Tax Case 13 AFTR
"d 19623, the Court held that the organizntion_.,\_va;cxgmpt under section 50 I(c)(4) and
not S01(c)(3). This organization operated a drag strip on Saturdays and/or Sundays for
youths. Spectators were comprised of ap;)roxima?glx_’(j% Juveniles and 25% adults, and

most of the adults were friends and relatives of the participating drivers. Admission was

$1.00 and free tickets were given to high schogl ts,! Participants were charged
$1.00 to race. R shhan o

et AL A R : Tt
Two to three times a year a special event was held at the drag strip involving one or more
nationally known drivers with their specially manufactured vehicles, and such drivers . e b
were paid for their appearance. The income pfpdugé;'d by these special events was used to
relieve the financial pressure of the dmgj;tgip,épg_;ofpny its liabilities. 7 © « o
‘ RERERIR RO i o B

Winners were awarded trophies, war bonds, and
available to the drivers to work on the cars,Eac




Junior members in your organi
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follow the rules and regulation

g
rigorous safety inspection and had to
the National Hot Rod Association, '

¢

blfthc'dfné st}ip and

. { e e

The operation of the drag strip was su ing drag rziéing on the
streets. The organization was operated for the promotion of social welfare and exempt
under section 501(c)(4) of the Code, ~ G piiifaivis R R N
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‘ onelided that you are not operated
exclusively for one or more purposes as specified in'section 301(cX3) of the Code, Like
the Belter Business Bureau case, your activitjes are not exclusively educational o,

On the basis of the information’

charitable. Although you have somé‘,\c‘ducg\é,ﬁgql"a_@tiyity in schools and you have some
zation, your primary’ purpose is the conduct of @

There are more races, for adults and adult winners of these

races receive substantiglly higher prizes than the youths receive. » You speak to youths pt
schools on the sport of racing and thgtimpgr;@y}gg_gf staying in school, but this is not your
primary purpose. The apnual car show 10 b;_‘_qmqtc_,iq}m‘rcness of drag racing and raise

I

duct of the race, and only a minimal
and scholarships, Your proposed

’ and prizes in the year

| N ond prizes in@EER and QI |
nt to support junior racers and none will be

0y ﬂla‘g‘ﬁtg spend@% to @6 on j uniors and

At

BRERERINS 1T
Your primary income and expense is fféjmfi e ¢
amount of your funds are used forjuniq;ﬁptiﬁtjgs
budgets showgls of your income expensed for
and@®% of your income is used for
onl % of your inco

me will be's
spent on scholarships, In -nnd&

4% 10 5% on scholarships. R
! v Bk

You ure not like the organization in the Lions Associate

‘ Drag Strip that ran g drag strip
for juveniles and promoted social welfare and Was exempt under section 50 1(c)(4), not
501(c)(3). The Louisiana Drag Classic is po_tjdgpitcd__l.ike a for-profit activity for adults
and the large purses are for the adult winners just like any other for-profit drag race, The
fact that you charge less for membership for youths and include some youngsters in your
organization, and you provide a few hours of instruction at the races does not change the
primary purpose of the organization. - Yqu are not operated exclusively for charitable or
educational purposes, and you are not even operated to prometz social welfare like the
Lions Associate Drag Strip, %" w}g R s e L
Accordingly, it is held that you are not entitled (o exemption from Federal income tax as -
an organization described in section 50 1(c)(3\ Code, and you are required to file.
Federal income tax returns on Form 112057 et & SRR

L

)of the

Contributions to your organization are
of the Code. - R
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Inaccordance with the provisions of section 610
be sent to the appropriate State officinlg, !sf

i G

If you do not agree with our dc‘tcmxinnt You may. requ ‘considcration"ofthis"mattcr
by the Office .of Regional Direq;qr_of'Appgal;;%fI‘g"dé this, you should file o written”
appeal as explained in the enclosed Publicatiop 8924 Your appeal should give the facts, -
law, and any other information to support y: I position,: If you.want a hearing, please -
request it when you file your appeal and you ill be fontacted to arrange a date, The -
hearing may be held at the regional office;or,' oL _’:qim.ét.f at any mutually convenient
district office. It someone who is not one of yo ncipal officers will represent you,
that person will need to file g power of attorney ‘or tax information authorization with us,

N

matter, Further, if'you dg not appeal this Qcigiqjihdhoh in p‘ifm;ﬁl? manner, it will be
considered by the Intemal Revenue Service ds a fuilura to exhaust administrative -

remedies. Section 7428(b)(2) provides in pnn,thnt ‘fﬁf@g‘clz}mtbiyj’udgmcm ordecree

under this section shall not be jssued in ary proceeding unless the. Tax Court, the Claims

court, or the district court of the United tates for the District of Columbia determines -

that the organization involved has exhausted adml\gis’_trg;ixgi;cmédi;s available to it
within the Internal Revenue Service,” - i ’*”‘;‘.if,’ EEE ey R TR

Appeals submitted that do not contain all the
will be returned for completion.

BN

If you have any questions, please cbxitnct the person Wwhose naix}é and telephone number
are shown in the heading of this letter,+ - iy SN O

Enclosure: Publication 892
cc:

W




